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At the Apﬁl 30, 2009 Energy Efficiency Technical Working Group meeting, APS agreed to
submit the following analyses prior to the May 6, 2009, Energy Efficiency Workshop:

1. Calculations showing annual megawatt hour (“MWh”) savings and estimated annual
Demand Side Management (“DSM”) program costs necessary to achieve an Energy
Efficiency Standard, using the spreadsheet template provided by Southwest Energy
Efficiency Project (“SWEEP”); and

2. Customer bill impact estimates under various assumptions for the treatment of DSM
program costs and potential future carbon costs.

Attached are the results of those analyses, which are labeled as follows:

Exhibit A: Calculations showing achievement of an Energy Efficiency Standard of 15% by
| 2020.
| Exhibit B: Calculation showing achievement of an Energy Efficiency Standard of 20% by
‘ 2020.
Exhibit C: Example showing the calculation of Net Benefits for 2008 programs.
Exhibit D: Estimated customer bill impacts — expensing DSM program costs; no future
carbon costs.
Exhibit E: Estimated customer bill impacts — expensing DSM program costs; including
carbon costs.
Exhibit F: Estimated customer bill impacts — capitalizing DSM program costs over 5 years;
including carbon costs.
|
|
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Exhibit G: Estimated customer bill impacts — capitalizing DSM program costs over 10 years;
including carbon costs.

We will be prepared to discuss these analyses at the May 6™, 2009, workshop.

If you have any questions or concerns, please call Jeff Johnson at 602-250-2661.

Sincerely,

Lod

Leland R. Snook

Attachment

LRS/dst

Ce: Ermnest Johnson
Brian Bozzo
Terri Ford
Barbara Keene
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Example of DSM Program Net Benefits

‘ 2008
DSM Program Costs
Total Utility Program Cost $24,200,000
Utility Incentive Cost (Rebates) $13,600,000
Utility Non-Incentive Cost (Implementation) $10,600,000
Customer Incremental Cost $17,800,000
TOTAL Societal Costs (Utility+Customer) $42,000,000
DSM Program Benefits
Utility Avoided Cost Savings
(Total saved over life of .aII measures) $115,000,000
Total DSM Program Net Benefits $73,000,000
Societal Benefit/Cost Ratio 2.74

May 5, 2009

APS Exhibit C

*Example shows actual DSM program results for 2008 as filed in the DSM Semi-Annual Report.
* |t is anticipated that the benefit/cost ratio will decrease as DSM program goals increase.
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BASE CASE - WITHOUT ESTIMATED CARBON COSTS EXHIBIT D
May 5, 2009

APS' SUMMARY OF DSM PROGRAM COSTS, AVOIDED COSTS, AND BILL IMPACTS
For 20% GOAL BY 2020 (15% From Utility Programs)

Incremental Changes over Current Level of DSM

Avg. Avg.
Estimated Residential Business
Cost Customer Customer
Impacts Monthly Bill % Monthly Bill %
($000) Impact Change Impact Change
Program Costs $ 23,978 $ 0.85 0.8% $ 6.12 0.7%
$ $ $
(b) Meeting Target $ 1618 $ 0.05 0.0% $ 0.38 0.0%
(c) Exceeding Target $ 2,788 $ 0.10 0.1% $ 0.70 0.1%

Rate Making Adjustment $ 8,923 $ 0.31 0.3% $ 22 0.3%
Capital Expenditure Savings $ - $ - 0.0% $ - 0.0%
Fuel & Purchase Power Savings $ (24,513) $ (0.87) -0.8% $ (6.28) -0.8%

With Perf. Inc. @ 85% of Target $ 9
With Perf. Inc. @ Meeting Target $ 10,006
With Perf. Inc. @ Exceeding Target  $ 11,175

Program Costs $ 263,386 $ 8.26 7.7% $ 57.59 7.6%

(a) Meeting 85% of Target
(b) Meeting Target

(c) Exceeding Target 3.86 0.5%

X 1.8%
(4.94) -0.7%

it e et A mi
Rate Making Adjustmen

Capital Expenditure Savings s (22,627) $ $
Fuel & Purchase Power Savings $(141,936) 3 -4.2% $ (31.06) -4.1%
With Perf. Inc. @ 85% of Target $ 173,946 $ 5.46 51% $ 38.08 5.0%
With Perf. Inc. @ Meeting Target $176,070 $ 5.52 5.2% $ 38.50 51%
With Perf. Inc. @ Exceeding Target _$ 180,320 $ 5.65 5.3% $ 39.42 5.2%
Program Costs $ 348,456 $ 9.34 9.0% $ 63.71 8.8%
(a) Meeting 85% of Target " § 6,036 $ 016 0.2% $ 1.12 0.2%
(b) Meeting Target $ 7,140 $ 0.19 0.2% $ 1.32 0.2%
(c) Exceeding Target $ 9,349 $ 0.25 0.2% $ 1.72 0.2%

Rate Makiﬁg Adjljsiment $ 44, .
Capital Expenditure Savings $(127,005) $ (23.24)
Fuel & Purchase Power Savings $(261,688) (7.03) -8.7% $ (47.95)

" With Perf. Inc. @ 8 $ 10,746 $ 027 0.3% $ 1.86 0.3%
With Perf. Inc. @ Meeting Target $ 11,850 $ 030 0.3% $ 2.06 0.3%
With Perf. Inc. @ Exceeding Target $ 14,059 $ 0.36 0.3% $ 2.46 0.3%
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SENSITIVITY: WITH ESTIMATED CARBON COSTS EXHIBIT E
May 5, 2009

APS' SUMMARY OF DSM PROGRAM COSTS, AVOIDED COSTS, AND BILL IMPACTS
For 20% GOAL BY 2020 (15% From Utility Programs)

Incremental Changes over Current Level of DSM

Avg. Avg.
Estimated Residential Business
Cost Customer Customer
Impacts Monthly Bill % Monthly Bill %

($000) Impact Change Impact Changé
Program Costs $ 23,978 $ 0.85 0.8% $ 6.12 0.7%
(a) Meeting 85% of Target $ 1,033 $ 0.03 . $ 0.23 0.0%
(b) Meeting Target $ 1,618 $ 0.05 . $ 0.38 0.0%
(c) Exceeding Target $ 2,788 $ 0.10 . $ 0.70 0.1%

: 0.3%
- 0.0%
(6.28) -0.8%

Rate Making Adjustment
Capital Expenditure Savings
Fuel & Purchase Power Savings

(0.87) -0.8%

$ (24,513)

~ With Perf. Inc. @ 85% of Target

$ 9,421 $ 0.32 0.3% $ 2.32 0.3%

With Perf. Inc. @ Meeting Target $ 10,006 $ 0.34 0.3% $ 2.48 0.3%

With Perf. Inc. @ Exceeding Target  $ 11,175 $ 0.39 0.3% $ 279 0.3%
Program Costs $ 263,386 $ 8.26 7.7% $ 57.59 7.6%

A

" (a) Meeting 255 $ $
(b) Meeting Target $ 13,380 $ 0.4% $ 294 0.4%
(c) Exceeding Target $ 17,629 $ 0.5% $ 3.86 0.5%

$ 63,867 2.00 1.9% $ 13.97 1.8%
Capital Expenditure Savings $ (22,627) $ (0.71) -0.7% $ (4.94) -0.7%
Fuel & Purchase Power Savings $(171,304) $ (5.37) -5.0% $ (37.48) -4.9%

With Perf. Inc. @85% of Target

$ 144,578 $

With Perf. Inc. @ Meeting Target $ 146,702 $

With Perf. Inc. @ Exceeding Target _ $ 150,952 $
Program Costs $ 348,456 . $ 9.34 9.0% ] 63.71 8.8%

M(a) Meeting 85% o arée
(b) Meeting Target
(c) Exceeding Target

> Re pa ’
Rate Making Adjustment $ 44947 $ 1.21 1.2%

$ 8.22 1.1%
Capital Expenditure Savings $(127,005) $ (3.41) -3.3% $ (23.24) -3.2%
Fuel & Purchase Power Savings $(318,487) $ (8.55) -8.2% $ (58.31) -8.0%

With Perf. IJnc. @ 85% of Target

$ (46,053) $ $ .
With Perf. Inc. @ Meeting Target $ (44,949) $ (122 $ 8.30) -1.1%
With Perf. Inc. @ Exceeding Target ~ $ (42,740) $  (1.16) $ (7.90)  -1.1%
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SENSITIVITY: CAPITALIZED PROGRAM COSTS - 5YRS, WITH ESTIMATED CARBON COSTS. EXHIBIT F
May 5, 2009

APS' SUMMARY OF DSM PROGRAM COSTS, AVOIDED COSTS, AND BILL IMPACTS
For 20% GOAL BY 2020 (15% From Utility Programs)

Incremental Changes over Current Level of DSM

Avg. Avg.
Estimated Residential Business
Cost Customer Customer
Impacts Monthly Bill % Monthly Bili %
($000) Impact Change Impact Change
Program Costs $ 23,978 $ 0.85 0.8% $ 6.12 0.7%

(a) Meeting 85% of Target $ 1,033 $ 0.03 0.0% $ 0.23 0.0%
(b) Meeting Target $ 1618 $ 0.05 0.0% $ 0.38 0.0%
(c) Exceeding Target $ 2,788 $ 0.10 0.1% $ 0.70 0.1%

0.31 0.3%

Rate Making Adjustment $ 8923 $ $ 2.25 0.3%
Capital Expenditure Savings $ - $ - 0.0% $ - 0.0%
Fuel & Purchase Power Savings $ (24,513) $ (0.87) -0.8% $ (6.28) -0.8%

With Perf. Inc. @ 85% of Target

$ 9421 $ 032 $ 2.32
With Perf. Inc. @ Meeting Target $ 10,006 $ 0.34 0.3% $ 2.48 0.3%
With Perf. Inc. @ Exceeding Target $§ 11,175 $ 0.39 0.3% $ 2.79 0.3%
Program Costs $ 286,403 $ 8.98 8.4% $ 62.60 8.3%

(a) Meeting 85% of Target T § 12,201 $ 039 0.4% $ 2.73 0.4%
(b) Meeting Target $ 14,588 $ 046 0.4% $ 3.22 0.4%
(c) Exceeding Target $ 19,183 $ 060 0.6% $ 4.21 0.6%

pac '

Rate Making Adjustment $ 63,867 $ 2.00 1.9% $ 13.97 1.8%
Capital Expenditure Savings $ (22,627) $ (0.71) -0.7% $ (4.94) -0.7%
Fuel & Purchase Power Savings $(171,304) $ (5.37) -5.0% $ (37.48) -4.9%
With Perf. Inc. @ 85% of Target $ 168,630 $ 5.29 5.0% $ 3688  4.9%
With Perf. Inc. @ Meeting Target $ 170,927 $ 5.36 5.0% $ 37.37 4.9%
With Perf. Inc. @ Exceeding Target  $ 175,522 $ 5.50 5.2% $ 38.36 5.1%
Program Costs $ 392,640 $ 10.53 10.1% $ 71.82 9.9%
€)) Meetiﬁg 85% of Target $ 6,831 $ 0.18 0.2% $ 1.25 0.2%
(b) Meeting Target $ 8,068 $ 0.22 0.2% $ 1.52 0.2%
(c) Exceeding Target $ 10,542 $ 0.29 0.3% $ 1.98 0.3%

Rev e !
Rate Making Adjustment $ 44,947 $ 1.21 1.2% $ 8.22 1.1%
Capital Expenditure Savings $(127,005) $ (3.41) -3.3% $ (23.24) -3.2%
Fuel & Purchase Power Savings $(318,487) $ (8.55) -8.2% $ (68.31) -8.0%

With Perf. Inc. @ 85% of Target $ (1,075) $ (0.04) 0.0% $ (0.27) 0.0%
With Perf. Inc. @ Meeting Target $ 162 $ 0.00 0.0% $ (0.00) 0.0%
With Perf. inc. @ Exceeding Target $ 2,637 $ 0.07 0.1% $ 0.46 0.1%
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SENSITIVITY: CAPITALIZED PROGRAM COSTS - 10YRS, WITH ESTIMATED CARBON COSTS. EXHIBIT G
May 5, 2009

APS' SUMMARY OF DSM PROGRAM COSTS, AVOIDED COSTS, AND BILL IMPACTS
For 20% GOAL BY 2020 (15% From Utility Programs)
Incremental Changes over Current Level of DSM

Avg. Avg.
Estimated Residential Business
Cost Customer Customer
Impacts Monthly Bill % Monthly Bill %
{$000) Impact Change Impact Change
|
Program Cos $ 23,978 $ 0.85 0.8% $ 6.12 0.7%

(55 Mee

{

85% of Target $ 1,033 $ 0.03 0.0% $ 0.23 0.0%
(b) Meeting Target $ 1618 $ 0.05 0.0% $ 0.38 0.0%
(c) Exceeding Target $ 2,788 $ 0.10 0.1% $ 0.70 0.1%

2.25 0.3%

Rate Making Adjustment $ 80923 $ 031 0.3% $
Capital Expenditure Savings $ - $ - 0.0% $ - 0.0%
Fuel & Purchase Power Savings $ (24,513) $ (0.87) -0.8% $ (6.28) -0.8%

W.itH'Perf. Inc. @ 85% o arge ,
With Perf. Inc. @ Meeting Target $ 10,006
With Perf. Inc. @ Exceeding Target  $ 11,175

Program Costs $ 181,958 $ 5.71 5.4% $ 39.80 5.2%
$ $ .

(b) Meeting Target $ 9105 $ 0.29 $ 2.02 0.3%

(c) Exceeding Target $ 12,133 $ 0.38 $ 2.66 0.4%

13.97 1.8%

63,867 1.9% $
Capital Expenditure Savings $ (22,627) $ -0.7% $ (4.94) -0.7%
Fuel & Purchase Power Savings $(171,304) $ -5.0% $ (37.48) -4.9%
p
With Perf. Inc. @ 85% of Target $ 59,485 $ 1.87 1.8% $ 1.7%
With Perf. Inc. @ Meeting Target $ 60,999 $ 1.92 1.8% $ 13.37 1.8%
With Perf. Inc. @ Exceeding Target  $ 64,027 $ 2.01 1.9% $ 14.01 1.8%
Program Costs $ 405,087 $ 10.86 10.4% $ 74.07 10.2%

ntive Cost (Al
(a) Meeting 85% of Target
(b) Meeting Target

(c) Exceeding Target $ 10,878

& HH

0.30 0.3% 2.05

i XS pa i e EE 2 e &
Rate Making Adjustmen 947 $ $ . .
Capital Expenditure Savings $(127,005) $ -3.3% $ (23.24) -3.2%
Fuel & Purchase Power Savings $(318,487) $ (8.55) -8.2% $ (58.31) -8.0%

ill Imp
Perf. Inc. @ 85% of Target $ 11,596 $ 0.30 0.3% $ 2.06 0.3%
With Perf. Inc. @ Meeting Target $ 12,871 $ 0.34 0.3% $ 2.32 0.3%
With Perf. Inc. @ Exceeding Target $ 15,420 $ 0.41 0.4% $ 2.79 0.4%



